
CHAPTER FIVE

Financial Analysis of Producing Municipal Solid Waste Compost

5.1 Economic Analysis of Composting Municipal Solid Waste

Economic analysis was perfo rm ed  using the data obtained from  the  Balangoda 

Urban Council to  find th e  increm ental benefits due to  com posting (Table 5.1).

Following cost com ponents w ere  considered in the analysis.

1. Capital cost fo r  construction o f composting plant

2. M ach in ery  cost and o th e r eq u ipm ent related to  composting
3. M a n a g e m e n t cost (Labour, Transportation, loading, unloading, sorting, 

pilling, e lectric ity , w a te r  e tc ). It  should be noted th a t costs fo r open  

dum ping  w ere  deducted  to  calculate the  actual cost o f composting
4 . Production o f com post (cost o f nutrient enrichm ents, packaging, etc)

5. Cost o f  m an ag em en t o f th e  recycling product sales cen ter

Table 5.1: Cost Components Considered in the Analysis

1. Capital Cost Rs.
1. Building c o s t/ construction cost 12 .5  million
2. E quipm ent cost

Tractors 4  million
Bobcats 2.9  million
O th er M ach in ery 1 .0  million

M am o ties ..........e tc 0 .7  million

2. Recurrent Cost
Labour
Salary fo r labourers (fo r each activ ity) ex. Collecting, 
sorting, loading unloading, packaging etc

351900  per month

O vertim e p a y m e n t/d a y  (fo r above each activity) 5 0 0 0  per m onth
No o f Supervisors/w ages 15000 per m onth

Transportation  charges o f garbage h and ling /load ing / 
sorting/pilling

3 5 0 0 0 0  per m onth

Electricity and o th e r costs..... 10000  per m onth
3. Production compost
A m ount o f w as te  g enera ted  per day 2 7  M T
A m o un t o f com post g enera ted  (K g/day) 1400
Cost o f packaging Rs. 35  per 5 0  kg
If enriched w ith  inorganic n u trien t, a m o u n t o f m oney  
spent fo r 1kg o f  com post

Rs.7.00 per kg

Price o f com post/kg 8 .0 0  per kg
4. Recycling
Incom e from  recycling products (R s/day o r Rs. /m o n th ) Rs.45000 per month
5. Sale center management cost Rs. 20000  per month
Source: B alangoda LA, 2 0 1 2
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Benefits considered in th e  analysis included th e  fo llow ing com ponents

1. M a rk e t value o f com post

2. Earnings by selling recycling products

Assumptions and conditions used in the  analysis are as follows:

1. Increm ental benefits  o f com post production w e re  taken into  account 

because the  cost o f waste m anagem ent is an essential expense th a t these  

authorities have to  bear to  m aintain  a healthy en v iro n m en t w ith o u t  

considering any profits
2. Lifespan o f th e  com posting p lant is 25  years

3. Com posting m echanism  and the  generated  w aste to com post ratio  in th e  

year 2012  is assumed to  be prevailing until 2 0 3 7

4. The discount ra te  was taken  as 7%  as stipulated by the C entral Bank o f Sri 
Lanka in 2012 .

5. W aste generation  am ount rem ains unchanged during th e  period 201 2  to  

2037.

6. Land value fo r com posting and dum ping was taken  as sam e and was n o t 
included in th e  calculations

7. G overnm ent policies regarding this m echanism  rem ain unchanged during th e  

to ta l period o f th e  project

8. The extended environm ental benefits o f com posting o f m unicipal solid waste  

such as benefits as a soil co n d itio n er, reduction o f land degradation , 
provision o f m icro nutrients and reduction o f w a te r  pollution due to  reduced  

usage o f  chem ical fertilizer w ere  o m itte d  in the  analysis due to  lack o f data

Results of Cost Benefit Analysis

Calculated N e t Present Value (N PV) fo r com posting is Rs. 1 6 3 4 0 8 9 2 .8  and Benefit 
Cost Ration (B /C  ratio ) is 1.44. Overall, th e  investm ent fo r  waste m an ag em en t via 

com posting has g enerated  positive results w ith  th e  positive value o f NPV and also it 

has shown m ore than 1 fo r B/C ratio . The Economic In ternal Rate o f Return (EIRR) 
indicates th e  financial v iability o f capital investm ent. The IRR is 5%  in th e  project. The  

investm ent can be earned  w ithin 9  to  10 years period o f the  project. All th e  values  

such as NPV, B/C ratio  and EIRR w ill be much higher w h en  this analysis includes the  

environm enta l benefits.
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